
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE NOTICE OF PURCHASED GAS ) 
ADJUSTMENT FILING OF MIKE ) CASE NO. 93-400-E 
LITTLE GAS COMPANY, INC. ) 

O R  D E 8  

On December 29, 1994, Mike Little Gas Company, Inc. ("Mike 

Little") filed its gas cost adjustment and a tariff with rates to 

become effective on and after February 1, 1995. 

After reviewing the filings, the Commission finds that further 

proceedings are necessary in order to determine the reasonableness 

of the proposed adjustment in rates and that such proceedings 

cannot be completed prior to the proposed effective date. 

IT IS THEREFORE ORDERED that: 

1. Mike Little's proposed rates be and they hereby are 

suspended for 5 months from the proposed effective date up to and 

including June 30, 1995. 

2 .  Nothing in this Order shall prevent the Cornmission from 

entering 3 final decision in this case prior to the termination of 

the suspension period. 

3. Within 7 days of the date of this Order, Mike Little 

shall provide the following information: 

a. Refer to paragraph 2 of the letter dated June 1 7 ,  

1994, which is included in the Appendix to this Order. Has Mike 

Little experienced any problem with its source of supply from 



Columbia? Does Mike Little have information indicating that local 

wells from which it is supplied may be inadequate in the 

foreseeable future? 

b. What are projected annual expenses for Mike Little's 

operation of Joint Venture's gas pipeline? 

c. What is the cost of the liability insurance that 

Mike Little is required to obtain in Section 6 of the Gas Pipeline 

Lease and Operating Agreement, which is contained in the Appendix 

to this Order? 

d. In Schedule I1 of Mike Little's GCA filing of 

December 29, 1994, Mike Little states that it was billed for 255 

Mcf pursuant to the minimum volume requirement of its IUS contract 

with Columbia. Does the reported volume of 17,820 Mcf in column 4 

of that schedule include the 255 Mcf that was billed but not used? 

Is the cost of these volumes included in the actual adjustment for 

August and September? 

e. What volumes of gas does Mike Little anticipate 

purchasing from Columbia in the future? How does it plan to meet 

the minimum volume requirements in the future? 

f. Refer to the Gas Purchase Agreement in the Appendix 

to this Order. How did the Joint Venture establish that Columbia's 

IUS rate should be charged by Joint Venture to Mike Little? Was 

the fact that Columbia's rate is a delivered rate, while Mike 

Little apparently will have to incur additional expense to 

redeliver Joint Venture's gas to its system, considered in choosing 

the IUS rate? 
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D o n e  a t  Frankfort, Kentucky, t h i s  26th day of January, 1995. 

PUBLIC SERVICE COMMISSION 

F o r  the  C o m m i s s i o n  

ATTEST: - 
E x e c u t i v e  D i r e c t o r  



APPENDIX 



HUDDLESTON, BOLEN, BEATTY, PORTER 
ai i THIRD AVENUE 

P. 0. eox 2les 
HUNTINGTON, W. VA. 25722.2183 

TELEPHONE (904) 52S8lel 
TELECOPIER (304) 5224312 

304-691-8328 D l l l C T  D,AL N"Y.6": 

June 17, 1994 

8c COPEN 

L,ili12 (. 1994 

Don Mills I ., ...:,;,, RECEIVED I .  . -  , 
Executive Director 
Public Service Commission 
Commonwealth of Kentucky 
730 Schenkel Lane 
Frankfort, Kentucky 40602 

JUN 2 9  1994 
W L I C  SERVICE 

COMMISSION 

Re: 

Dear Mr. Mills: 

Please fmd enclosed a copy of a gas purchase agreement ("GPA") between Mike Little Gas 
Company, Inc. ("Mike Little") and Kinzer-Timmus-Greer Joint Venture ("Joint Venture") which 
is being filed with the Commission for review purposes. 

In connection with this filing, please be advised that historically Mike Little has purchased gas 
from Columbia Gas of Kentucky at Phelps. Kentucky pursuant to the terms of a gas purchase 
agreement dated September 13, 1968. Mike Little has had only the Columbia Gas source for 
gas purchases for more than twenty-five (25) years and accordingly has concerns of not having 
a secondq source of gas supply. In support of this concern. Section 1 of the 1968 gas 
purchase agreement provides that gas supplied under the terms of the agreement is produced 
from local wells and that when the supply of gas from such source is depleted to the extent that 
deliveries can no longer be made at the delivery point, the purchaser will construct necessary 
pipelines and facilities to reach Columbia's nearest available gas supply if purchaser desires to 
continue to purchase gas under the terms of the Columbia gas purchase agreement. 

Joint Venture has developed producing wells in Pike County, Kentucky and desires to provide 
gas supply to Mike Little, as needed by the company, based upon the terms and conditions of 
the enclosed GPA. Upon entering into the GPA with the Joint Venture, Mike Little will secure 
a second source of gas supply and will be able to purchase from either or both of its gas 
suppliers. This will assure Mike Little's ability to provide gas service to its customer base. 

In connection with this, the Joint Venture has built a gas pipeline from the gathering point of 
the Pike County wells to the Mike Little system lines. Mike Little acd Joint Venture propose 

Mike Little Gas Company, Inc./Gas Purchase Agreement 
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Don Mills 
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to enter into a gas pipeline lease and operating agmment whereby Joint Venture will lease the 
pipeline to Mike Little for and in consideration of Mike Little operating and maintaining the 
pipeline. This will provide an economical method of delivery of gas under the gas purchase 
agreement to Mike Little. By the use of the pipeline pursuant to the lcase and operating 
agreement. Mike Little will have the oppo&ty to add several new customers to its system. 

The basis of the decision for Joint Venture to construct and for Mike Little to lease the pipeline 
is that Columbia Gas of Kentucky would require compensation in the amount of $1.58 per MCF 
to pass gas from the Joint Venture delivery point through Columbia Gas of Kentucky’s system 
to Mike Little’s pipeline system. Further. Columbia Transportation would require compensation 
at the rate of $0.28 per MCF to transport the gas. As a result, Mike Little’s purchase of the 
gas from Joint Venture at the rate of $4.18 per MCF. which is the price currently charged to 
Mike Little by Columbia Gas of Kentucky. will be substantially less than the aggregate cost of 
$5.10 per MCF ($2.70/dth x 120% + $1.58 + $ 2 8  = $5.10/MCF9 for the cost of purchased 
gas from Joint Venture plus the amounts described above to compensate Columbia Gas of 
Kentucky and Columbia Transportation to transport the gas through the Columbia pipeline 
system to the Mike Little pipeline system. The result then is Mike Little can provide gas to its 
customers from the second sousre, being the Joint Venture, at the same price as it currently can 
obtain the gas through Columbia Gas of Kentucky. By doing so. Mike Little can assure a 
secondary source, while it does not have a capital investment in the pipeline. Further, as noted 
above, Mike Little also has the opportunity to add additional customers to its system as a result 
of this transaction. 

On behalf of Mike Little, I request that this GPA be reviewed by the Commission on an 
expedited basis. being less than the standard thirty (30) day review period, due to the fact that 
representatives of Mike Little and the Joint Venture have had previous discussions with 
Commission staff so that the transaction is structured in a manner which is consistent with 
Commission policies and procedures. Further, the expedited review is appropriate due to the 
fact that the enclosed GPA will have no impact on the cost of gas to Mike Little’s customers and 
will have the benefit of assuring the customer base of a secondary gas s o w .  

If you have any questions regarding this matter, please feel free to contact me. 

Sincerely, 

HUDDLESTON, BOLEN, BEAlTY, 
PORTER & COPEN 

David H. Lunsford 
DHLM 
E o c l o m  
C: Daniel C. Greer 



H U D D L E S T O N .  B O L E N .  BEATTY. P O R T E R  a C O P E N  
6 1  1 THIRD AVENUE 

P. 0. BOX 2185 
HUNTINGTON. W. VA. 25722.2185 

TELECOPIER 1 3 0 4 )  S U 4 9 1 2  
TELEPHONE 1504) szodiai 

November 18. 1994 2 1 1994 
I >I. 

IUIU,, I:~St.,ltu1 Olb, 

Mr. Don Mills 

Public Service Commission 
Commonwealth of Kentucky 
730 Schenkel Lane 

Executive Director RECEIVED 
NOV 2 1 1994 

PUBLIC SERVICE 
Frankfort, Kentucky 40602 COMMISSION 

Re: 

Dear Mr. Mills: 

Please find enclosed fully executed copies of a Gas Purchase Agreement between Mike Little Gas 
Company, Inc. and Kinzer-Timmus-Greer Joint Venture dated August I ,  1994 and a Gas Pipeline 
Lease and Operating Agreement between the same parties, dated August I, 1994. Unsigned 
copies of these documents have previously been provided to the Commission for review purposes. 
The enclosed executed copies of the agreements are being provided to the Commission for 
informational purposes. 

If you have any questions regarding this matter, please feel free to contact me. 

Sincerely, 

Mike Little Gas Company, Inc. 

David H. L&ford 
304-691 -8328 

DHL:I-I 

Enclosures 
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WULIC StHVCE 
COMMISSION 

THIS GAS PURCHASE AGREEKENT made and entered i n t o  this 
/ A- day of &u57 , 1 9 9 ~ ,  by and between 

J.W. X b a e r ,  Operator of the BaKinzer-Timmus-Greer J o i n t  
Venture", P. 0. Box 155, Allen,  Kentucky 41601, h e r e i n a f t e r  
"Selleri' and Mike L i t t l o  Q.0 Co., ma., P. 0. Box 6 9 ,  
Melvin, Kentucky 41650, h e r e i n a f t e r  Vurchaser t t .  

WITNESSETH: In  c o n s i d e r a t i o n  of the mutual covenants  
se t  f o r t h  h e r e i n ,  Seller and Purchaser agree  a s  follows: 

1. Quantity: Seller a g r e e s  to sel l  and deliver to 
Purchaser,  through Purchasers p i p e l i n e s ,  a l l  of the n a t u r a l  
gas  produced from w e l l s  on its G.C. Rowe H e i r s  Tract on the 
Solomans Branch of Peter creek i n  Pike County, Kentucky, to 
the extent such gas is needed by Purchaser for ope ra t ion  of 
its system a t  Purchaser 's  s o l e  discretion. Should t h e  
Purchaser be unable t o  t a k e  the e n t i r e t y  of t he  ou tpu t  from 
t h i s  l ea seho ld  during the term of this agreement, Seller may 
seek an a l t e r n a t e  buyer f o r  such  t i m e  as  Purchaser is unable 
to t a k e  d e l i v e r y  of gas. Purchaser r e t a i n s  t he  r i g h t  to 
purchase gas from o t h e r  sources  from tima to time a t  its 
d i s c r e t i o n  without  any penal ty .  

own expense, sha l l  i n s t a l l  necessary  equipment  of s u i t a b l e  
s i z e  and des ign  a t  the  p o i n t  of d e l i v e r y  of the gas for t he  
measurement of t h e  gas  s o l d  and del ivered.hereunder .  
Seller, a t  its own expense, s h a l l  ope ra t e  and maintain t he  
g a s  measuring equipment inc lud ing  t h e  secur ing  of the  
measurement charts on a monthly basis, c a l c u l a t i n g  t h e  gas 
de l ive red  each  month by a certif ied gas measurement service 
and rendering a monthly invo ice  for gas del ivered.  I n  the 
even t  of a ques t ion  of measurement, Purchaser and Seller 
s h a l l  j o i n t l y  t e s t  the measurement device  and make 
c o r r e c t i o n s ,  i f  necessary. 

3. Prim: The p r i c e  per M c f  to be paid by 
Purchaser to Seller f o r  a l l  gas delivered hereunder s h a l l  be 
i d e n t i c a l  to the p r i c e  being charged to Mike L i t t l e  G a s  Co.,  
Inc.  a t  Phelps ,  Kentucky by Columbia G a s  of Ky., lnc .  

day of the month or: as  near  to that  date as p o s s i b l e  t a k i n g  
i n t o  account ho l idays ,  weekends, o r  such other days that are 

2 .  Measurement of Qan D e l i v e r e d :  Purchaser, at its 

4 .  Payment: Meter read ing  s h a l l  occur on the last  

. 



4. 

not normally considered to be work days. 
Purchaser as to its planned reading date so that Purchamor 
can read its customers‘ meters on the same day in order to 
balance sales with purchases for leak detection purposes. 

Seller will advise 

Purchaser shall make payment to Seller within 15 calendar 
days of the date on the invoice for gas delivered during the 
measuring period. 

5. T o m :  The term of  this contract shall be for 
one (1)’ year from the date hereof, and shall continue from 
year to year subject to either parties right of termination 
by giving six months written notice. 

Titlo To Qmm: Title to the gas sold and delivered 
pursuant to this agreement shall transfer from Seller to 
Purchaser at the delivery point as described as the point of 
measurement in Section 2 above. With respect to this 
agreement, Seller shall be deemed to be in control and 
possession of the gas sold by it hereunder until it shall 
have passed through the measuring equipment described in 
Section 2 above and thereby been delivered to Purchaser at 
the delivery point, after which delivery Purchaser shall be 
deemed to be in control and possession thereof. Seller 
shall have no responsibility with respect to said gas after 
its delivery to Purchaser and no responsibility because of 
anything which may be done or arise with respect to said gas 
after its delivery to Purchaser at such delivery point. 

shall pay all taxes levied on the production 
of the gas produced hereunder. 

Seller to Purchaser of such gas sold hereunder. 

6 .  

7. Taxes, Royalties and Transportation C0stm:Seller 
or severance 

Purchaser shall pay all taxes levied on the sale by 

I Seller shall duly pay all transportation expenses to . the point of delivery and royalty payments due on gas sold 
i 
1 - 
3.- 

9 

and delivered hereunder and Seller shall hold Purchaser free 
and clear from any liability or obligation for the payment 
of such royalty and transportation costs. 

a.  warranty of Title: Seller, for itself, its 
successors and assigns, agrees for the benefit of Purchaser, 
its successors and assigns, to warrant and defend the title 
to all gas delivered hereunder against all claims and 
demands whatsoever and that it will indemnify and save 

4 
% .  
k 
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harmless the Purchaser from all suits, actions, debts, 
accounts, damages, costs, losses and expenses including, but 
not limited to attorney's fees, arising from or out of 
adverse claims of any and all persons to said gas. 

9. Foram Najeurm: In case either party to this 
agreement fails to perform any obligation hereunder assumed 
by it and such failure is due to acts of Cod or reasons not 
dum to the fault of nuch party, such failure shall not bm 
douned to be a violation by such party of its obligations 
hareunder. 

10. Partie8 Bound: All the covenants, conditions an& 
obligations of thin Agrmament shall extend to and bm binding 

. .  

IN TESTIMONY WHEREOF, WITNESSETH the signatures of the 
parties hereto, this the day and date first above written. 

Xinrmr-Timmu8-Grm8r Joint Venture 

n /y 

ij. . .  
': "SELU%k" 

xikm Littlm Qas Co.,  Ino. 

r . 



. . . . . .  . . . . . .  . . . . . . . .  . . . . . . .  . . . . .  . . . . . .  
COUNTY OF 

and State aioreeaid, hereby certifiee that the foregoing Gas 
Purchase Agreement was executed before me by J.W. Kinzcr, 
Operator of t h o  Kinzer-Timmue-Greer Joint Venture, who 

Public in and for the County :.:.:.:.:.:.:.: 
. . . . . . . . . .  . . . .  

oing as his free and 
herein set forth, on 

The undersigned, A Notary Public in and for the County 



PUBLIC SEHVICE 
COMMISSION 

This Gas P i p e l i  Lease and Operating Agreement, made and cnturd into this /s day 

of &us<, 1994, by and between Kinzer-Timmus-Grccr Joint Vemurr, a KmIud~' joint 

venture. hereinafter refemd to as "Lessor". and Milcc Little Gas Company, Inc.. a Kmtucky 

corporation, hereinafter referred to as "Lcssec". 

- 

WHEREAS, pursuant to an agrement between Lessor and Lessce, Lcsscc has 

constnrcted and Lessor o w  a certain gas pipeline located in Pike County, Kentucky as more 

particularly described in Exhibits A and B attached hereto, which are incorporated herein by 

reference (the "Pipeline"); and 

I S  

, 

WHEREAS. Lessor and Lesset have entered into a certain gas purchase agrremcnt of 

even date herewith whereby Lcsscc has the right to purchase natural gas from Certain gas wells 

owned and operated by Lessor (the "GPA"); and 

+ I  .- 
n -  

' 

WHEREAS, Lessor d e s i  to leasc the Pipeline to Lessee; and 

WHEREAS, Lessee desires to leasc the Pipcline from Lessor and opcratc the Pipclinc 

as hereinafter provided. 

WHEREAS, upon the execution of this Agreement, Lessor shall pay or reimburse to 

Lessee any and all expenses which were incurd by Lesscc in connection with thc c o d o n  

of the P i p e l i  and any and all legal fees incurd by Lcsscc inconncction withthe GPAand 

th i sAg&mt .  

. .. 
' 

C .  

NOW, THEREFORE. -SETH that for and in conrideration of the sum of Ten 

Dollars ($lO.OO), cash in  ha^$ paid by Lcs.?ec to Lessor. the covenants and agrrcmcnrs containtd -. ... 
- . a  

herein. a d  o m  g A  and.;'BLuBble considaaton, the receipt and s u f 6 c i i  of all of which 
*, 



arc hereby acknowledged, Lessor hereby lets and demises unto Lcsset and Lcssce daeby birrs 

aud l t asu  fmm Lcssor that certain Pipclii. as mort particularly described in Exhibit A rmchcd 

hereto. which is incorporated huein by reference. 

Lessor and Lwe cov~nant and a g m  as follows: 

1. m. The term of this Lease shall be for a period of one (1) year. commcncing 

be automatically renewed from year to year subject on the E - c i ~ y  of &, 1994 and 

to either p@ts right of termination by giving six months written notice of such turninaton. 

2. -. Nonntalamou~~sshallbeduebyLesstctoLessorQringthe 

term of this Lease. In lieu of any such rental amouLUs, Lcsset shall be responsible for and 

agrus to pay all costs of operating and mabmhhg the Pipcline during the term of this Lease. 
- 
- 1  

. . 
3. -. > Lessec covenants to and with Lessor as follows: 

a. Luscc will w the Pipcline for the purpose of tramporting 
naarral gas from Lessor’s delivery point, as defincd and described 
in Section 6 of the GPA, to Lcsset’s current pipcline delivery 
system. 

b. At the end of the term of this Lease, or upon any earlier 
termination mutually agreed to by the partics hereto. Lessee shall 
surrender the P i p e b  to Lessor and Lessce’s right to operate the 
Pipeline shall thereupon cease. 

- 
4. v. 9 Lessor covena~ts to and with Lessec as follows: 

I .I 

.I a. Lessor rcprcsentr and wanants that upon payment or 
rcimburscmem to Lessee of any and all expenses bamcd by 
Lesste in coDDcction with the construction of tbe Pipcline and any 
and all legal fees incured by Ltsstt in Conncctionwiththe GPA 
and this Agreement. Lcssor will have full right and authority to 
emtr inrothis klsc  and will have good and mark*able title to the 
Pipeline. 



b. Ltssor represents and warrants that as long as Irssct 
performs its obligations undcr this Lcase as provided hcrrin. 
Lcsscc shall and may lawfully and quietly hold and 4 0 y  the use 
of tbe Pipeline, together with all appurtenances and rights 
appeapining t h e t o ,  during the term of the Lease Without 
hindrarre. ejection or intenuption. 

m. Lessee. during the term of this Leasc, shall indemnify and save 

hannIcss h r ,  in an amount not in exccss of the liability insuraace limits and coverage set out 

in Section 6 hcreinafttr. from and against any aod all claims and demands. whether for wes 

to personr or loss of life. or damage to property. arising out of or occasioned by Lcssct's use 

or misusC of thc Pipeline. kssec a p e s  that it will bear. pay and discharge when and as the 

same -me due and payable, all judgements and claims for damages or othcrwisc. against 

Lessor arisi from Lesset's use or minrse of the Pipelii. Lesset agrres that it will assume 

and pay the cost and expense of defending any such suits, whether brought before or afttr the 

expiration of this Leasc. In no event shall Lessee's indemnification be in cxccss of the innuaw 

limits and coverage set out in Section 6 hcreipaflcr. 

5. 

J 

6. -. Lessee shall at all times. and at its sole cost and expensc. 

obtain iamance providing for limiraziom of not lws than One Million Dollars (Sl,OOO,OOO.OO) 

comprehensive general public liability innrranCe coverage. naming Lessor as an additional 

insured and prourting Lessor from and against any and all claims, losses. damagcs or liability 

to any person or any propcay arising from Lessee's use and operation of the Pipeline. Lasee 

will provide Lessor with a copy of such policy of insurancC or such 0% evidcrrc of such 

insurance. M is muonably satisfacmry to Leasor, and wiU provide to Lcssor not ltsJ than ten 
.,' 

(10) days M h  Of any ChaagC.  CaaCeht iOnS &\Or dCl&OIlS in SUCh 

3 
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7. -. Lessee shall not assign this Lease or enter into a subl' of the 

P i p e l i  without the prior wriaen consen! of Lessor, which consent shall not be unreasonably 

withheld. 

8. -. In the event the Pipeline, or any part &of, shall be taken 

by eminent domain or threat of eminent domain, the term of this Imsc shall terminate on the 

date Lesscc is required to sumnder possession of the Pipeline. In such event, any cxpcmcs of 

operating and maintaining the Pipeline shall be paid to the date Lessec S u m D d c ~  possession of 

the Pipeline. In the event of any taking by eminent domain proceedings or threat of cmincnt 

domain proc#digs, the entice a w d  shall be the property of the Lessor. 

9. &fa&. In the event of the failure of the Lessec to perform any of the turns and 

conditions of this Lease, Lcssor shall give Lessee written notice by registered or ceaifed mail 

specifyihg the basis of such default. Lesscc shall have the right to curc any such dcfault(s) for 

a period of thirty (30) days from the date of Lcsstc's receipt of such written notice. In the went 

Lcssec docs not cure such dcfault(s) to the reasonable satisfaction of Lessor within such thirty 

(30) day period, upon the expiration of such thirty (30) day period, Lessor may elect to cancel 

this Leasc upon five (5) days written notice, by registered or &rtified mail. to Ltssee. Upon 

any such cancellation of the Lcase, Lcssec shall be responsible for any expenses of operating 

and- the Pipeline to the date of such cancellation of the Lease. Upon any such 

cancellation of the Lease and the payment of any such expenses by Lessee as provided above, 

neither party shall be entitled to any funhcr compensation, reimbursrmem or damages from UIC 

other party. 

10. m. AU notices. demands, rrqucsts, designations and conscn$ by either paay 

hrrtotothc 0tbrrPa;ties shallbe inwriting andshallbescnt by rrgistcrrd orcertifiedmail 

addrrsscd to: 

4 



LESSOR ~-TiimmusGrat Joint Venturc 
c/o J.W. KilK4x 
KinzcrDrillingQmpany 
Post office Box 155 
@en, Icentucky 41601 

& 

LESSEE: Mike Little Gas Compaoy, Inc. 
Post Office Box 69 
Melvin, Ken* 40650 

11. -. ThisLeastcontainsthcentirragrruncntofthcpaaieshuetoand 

shall not be bddified or amended except by a witten amendment uccuted by all  of the parties 

hcreto. \ 
c 

WITNESS the following s ignam and seals: 

, .  . . . .  . .  . . .  . . .  . .  

. . _  , . .  . .  By: . . . . .  . . . . .  . . .  . . .  , .. . .  . .  / 

Mike Little Gp9 

By: 

i :. . 
5 



COMMONWEALTH OF K E N T U ~  

c 

, a Notary Public. do hereby certify that onthis 

,1994, penonalIy appeared before me J.W. Kinzer, 

U 
who being by me first duly sworn, declared that he is the Operator of Kinzer-Timmus-Gmr 

Joint Venture, that he signed the foregoing document as Operator of the Joint V e n m ,  and that 

the statements . .  therein contained 

My commission e x p k  
. .  

. .  " . '  . .  
+ ..: . 

. .  
. .  , . .  

. .  ' . . . .  
, . .  ; 

. .  . .  . . . ,  , . .  

., 

,. 
4 .  
.i. 

i: 
, a Notary Public. do hereby certify that on this 

, 1994. penonally appeared before me 

, who being by me first duly sworn, declared that she is the 

of Mike Little Gas Company, Inc.. that she signed the foregoing 

of the corporation, and that the statements therein 

I . .  

Contained arc true. 

My commission expires 

r 

6 



I Post office Box 2185 
Huntington, West Virginia. 25722-2185 
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